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HOUSE BI LL 2918

St ate of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on
By Representatives McMirrris, Condotta, Hol ngui st, Crouse and Wods

Read first tinme 01/22/2004. Referred to Commttee on Comrmerce & Labor.

AN ACT Relating to inproving the conpetitiveness of Wshington's
i ndustrial insurance system anmending RCW 51.04.110, 51.16.035,
51.28.010, 51.28.055, 51.28.040, 51.32.160, 51.04.060, 51.32.220,
51.32.225, 51.36.110, 51.36.010, 51.44.010, 51.44.020, 28B.20.458,
51.32.210, 41.06.380, 51.52.050, 51.52.132, 51.52.120, and 51.52.130;
reenacting and anmending RCW 43.84.092 and 51.52.060; adding new
sections to chapter 51.32 RCW adding a new section to chapter 51.36
RCW adding a new section to chapter 51.04 RCW adding a new chapter to
Title 51 RCW <creating new sections; repealing RCW 51.16.042;
prescribing penalties; providing effective dates; providing an
expiration date; and declaring an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

PART | - ACCOUNTABI LI TY

Sec. 1. RCWH51.04.110 and 1982 ¢ 109 s 2 are each anended to read
as follows:

ADVI SORY COWM TTEE. (1) The director shall appoint a workers'
conpensation advisory conmttee conposed of ten voting and two ex

officio menbers as foll ows: {( { Fhree—representing—subjiect—workers—
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wi thout a vote, one of whom shall be the chairman))

(a) Three nenbers representing workers of state fund enpl oyers;

(b) One nenber representing workers of self-insurers;

(c) Three nenbers representing state fund enpl oyers;

(d) One nenber representing self-insurers; and

(e) Two ex officio nenbers, without a vote, one of whom shall be
the chair of the board of industrial appeals and the other the
representative of the departnent. The nenber representing the
departnment shall be ((ehatrrar—TFhis—ecommttee—shall—econduet—a

. I : : | , . I

: hall d . . hei g o, I .

hall . T I I he | of ind ol

Histance—appeals—tor—suehactton—as—deened—approprate)) the chair.

(2) The nenbers of the conmttee shall be appointed for a term of
three years commencing on July 1, 1971 and the terns of the nenbers
representing the workers and enployers shall be staggered so that the
director shall designate one nenber from each such group initially
appoi nted whose term shall expire on June 30, 1972 and one nenber from
each such group whose termshall expire on June 30, 1973.

(3) The nenbers shall serve wthout conpensation, but shall be
entitled to travel expenses as provided in RCW43.03.050 and 43. 03. 060
as now existing or hereafter anended. The commttee may hire such
experts, if any, as it shall require to discharge its duties, and may
utilize such personnel and facilities of the departnent and board of
i ndustrial insurance appeals as it shall need wthout charge. Al

expenses of this commttee shall be paid ((by—the—departrwent)) from

funds appropriated fromthe nedical aid fund to the departnment.

PART |1 - PREM UMb

Sec. 201. RCWH51.16.035 and 1999 ¢ 7 s 8 are each anended to read
as follows:

BASI S OF PREM UM PAYMENT. (1) The departnent .

(a) Shall classify all occupations or industries in accordance with
their degree of hazard and fix therefor basic rates of prem um which
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shall be the |owest necessary to maintain actuarial solvency of the
accident and nedical aid funds in accordance with recogni zed i nsurance
princi pl es((—Fhe—departrent)) ;.

(b) Shall fornulate and adopt rul es ((anrd+regulatiens)) governing
the nethod of prem um cal culation and collection and providing for a
rati ng systemconsistent wwth this title and wth recogni zed principl es
of workers' conpensation insurance which shall be designed to stimnulate
and encourage accident prevention and to facilitate premum
coll ection((—Fhe—departrwent)). The basis for prem um paynent shal
be total enployer payroll as provided in RCW51. 16. 060, except that the
departnent nmay adopt by rule a basis other than payroll for a specific
i ndustry when warranted by industry circunstances; and

(c) May annually, or at such other tines as it deens necessary to
mai ntai n sol vency of the funds, readjust rates in accordance with the
rating systemto becone effective on such dates as the departnent may
desi gnat e.

(2) In providing a retrospective rating plan under RCW51. 18. 010,
t he departnent may consider each individual retrospective rating group
as a single enploying entity for purposes of dividends or premum
di scount s.

PART |1l - APPLI CATI ON FOR COVPENSATI ON

Sec. 301. RCW 51.28.010 and 2001 c 231 s 1 are each anended to
read as foll ows:

EMPLOYER NOTI FI CATI ON-- I NJURY. (1) Wenever any accident occurs to
any worker it ((shakt—be)) is the duty of ((sueh)) the worker or
soneone ((+n”)) on his or her behalf to ((ferthw-th)) report ((sueh))
the accident to his or her enployer, superintendent, or supervisor in
charge of the work((—and)) within fourteen days after the accident.
A claimfor an injury due to an accident that was not tinely reported
may be allowed only for nedical aid benefits under chapter 51.36 RCW

(2) When an enployer receives a notice of an accident as required
under subsection (1) of this section, it is the duty of the enployer to
at once report such accident and the injury resulting therefromto the
departnent pursuant to RCW 51.28.025 where the worker has received
treatnent from a physician, has been hospitalized, disabled fromwork,
or has died as the apparent result of such accident and injury.
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((2)) (3) Upon receipt of ((sweh)) the notice of accident
requi red under RCW51.28.025, the departnent shall inmmediately forward
to the worker or his or her beneficiaries or dependents notification,
i n nontechni cal |anguage, of their rights under this title. The notice
must specify the worker's right to receive health services from a
physician of the worker's choice wunder RCW 51.36.010, including
chiropractic services under RCW51. 36. 015, and nust list the types of
provi ders authorized to provide these services.

Sec. 302. RCW 51.28.055 and 2003 2nd sp.s. ¢ 2 s 1 are each
anmended to read as foll ows:

EMPLOYER NOTI FI CATI ON- - OCCUPATI ONAL DI SEASE. (1) \Whenever a
physician notifies a worker of the existence of an occupational
di sease, the worker or soneone on his or her behalf nust report the
existence of the disease to his or her enployer, superintendent, or
supervisor in charge of the work wthin fourteen days after the
notification. A claim for an occupational disease the existence of
which was not tinely reported nmay be allowed only for nedical aid
benefits under chapter 51.36 RCW

(2) Except as provided in subsection ((&-)) (3) of this section
for clains filed for occupational hearing |loss, clainms for occupational
di sease or infection to be valid and conpensable nust be filed within
two years followng the date the physician notifies the worker ((had
wHtten—notieceftromaphystetan—(a))) of the existence of his or her
occupati onal di sease((;—anrd—{b)}—that—a—claimfor—disability—benefits
mway be filed.  The notice shall also contain a statement that the
worleer—has—two—years—Hrom-the—date—obthenotice—totteaclatm—The
physieian—shal—fite—thenotiece—wththedepartment—The—departrent

L I I I I I Lf TN ker
ernpltoyer—s—self—+nsured)). However, a claimis valid if it is filed
wthin two years ((f+er)) after the date of death of the worker
suffering froman occupational disease.

((2)) (3)(a) Except as provided in (b) of this subsection, to be
valid and conpensable, clainms for hearing |oss due to occupationa
noi se exposure nmust be filed within two years ((ef)) after the date of
the worker's last injurious exposure to occupational noise in
enpl oynent covered under this title or within one year ((ef)) after
Sept enber 10, 2003, whichever is later.
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(b) A claim for hearing |oss due to occupational noise exposure
that is not tinely filed under (a) of this subsection ((ear—enrby)) nmay
be allowed only for nedical aid benefits under chapter 51.36 RCW

((3))) (4) The departnment nay adopt rules to inplenent this
section.

Sec. 303. RCW 51. 28. 040 and 1977 ex.s. ¢ 199 s 1 are each anended
to read as foll ows:

( { H—ehange—ol—ctrecunslances—warants—an—tRerease—or - earrangenent
of—conpensatton—Hke—apptiecatton—shall—bermwade theretoer—)) Vhere the

worker's application to reopen a claim has been granted under RCW
51.32. 160, conpensation and other benefits, if in order, shall be
allowed for periods of tinme up to sixty days prior to the receipt of

such application.

Sec. 304. RCW 51.32.160 and 1995 c 253 s 2 are each anended to
read as foll ows:

(1)(a) If aggravation, dimnution, or termnation of disability
takes place, the director may, upon the application of the beneficiary,
made within seven years fromthe date the first closing order becones
final, or at any tinme upon his or her own notion, readjust the rate of
conpensation in accordance with the rules in this section provided for
the sane, or in a proper case termnate the paynent: PROVI DED, That
the director may, upon application of the worker nmade at any tine,
provide proper and necessary nedical and surgical services as
aut hori zed under RCW 51. 36.010. The departnent shall pronptly mail a
copy of the application to the enployer at the enployer's |ast known
address as shown by the records of the departnent.

(b) "Cosing order"” as used in this section neans an order based on
factors which include nedical recommendati on, advice, or exam nation.

(c) Applications for benefits where the claim has been closed
w t hout nedi cal recommendati on, advice, or exam nation are not subject
to the seven year limtation of this section. The preceding sentence
shall not apply to any closing order issued prior to July 1, 1981.
First closing orders issued between July 1, 1981, and July 1, 1985,
shall, for the purposes of this section only, be deened issued on July
1, 1985. The time limtation of this section shall be ten years in
clainms involving loss of vision or function of the eyes.
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(d)(i) Wth respect to an application to reopen a claimfiled on or
after July 1, 1988, but before the effective date of this section, if
an order denying ((an)) the application to reopen ((#+ed—on—-or—after
Juy—3—3988,)) is not issued within ninety days of receipt of such
application by the self-insured enployer or the departnent, such
application shall be deened granted. ((Hewever))

(i1) Wth respect to an application to reopen a claimfiled on or
after the effective date of this section

(A) The self-insured enployer or departnent, as applicable, nust
notify the worker by mail at the worker's | ast known address as shown
by departnent records that the application has been received.

(B) If an order denying or granting the application is not issued
within ninety days of nmailing notice to the worker of receipt of the
application, such application shall be deened granted.

(iii) For good cause, the departnent or self-insurer may extend the
time for making the final determ nation on the application filed under
(d)(i) or (iit) of this subsection for an additional sixty days.

(2) If a worker receiving a pension for total disability returns to
gai nful enploynent for wages, the director nmay suspend or term nate the
rate of conpensation established for the disability w thout producing
medi cal evidence that shows that a dimnution of the disability has
occurr ed.

(3) No act done or ordered to be done by the director, or the
department prior to the signing and filing in the matter of a witten
order for such readjustnent shall be grounds for such readjustnent.

(4) This section does not apply to any claim subject to a final
settlenment agreenent under section 305 of this act which provides that
the claimis not subject to reopening under this section.

NEW SECTION. Sec. 305. A new section is added to chapter 51.32
RCWto read as foll ows:

FI NAL SETTLEMENT AGREEMENTS AUTHORI ZED. (1)(a) A worker and an
enpl oyer may enter into a final settlenent agreenent as provided in
this section with respect to one or nore clains under this title. The
final settlement agreenent may:

(i) Bind the parties with regard to any or all aspects of a claim
including but not limted to allowance or rejection of a claim
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nonet ary paynent, provision of nedical treatnent, claim closure, and
cl ai m reopeni ng under RCW51. 32. 160; and

(i1) Not subject any enployer who is not a signatory to the
agreenent to any responsibility or burden under any claim

(b) A final settlenment agreenent entered into under this section
must be signed by the enployer and the worker and nust clearly state
that the parties agree to the terns of the final settlenent agreenent.
In a state fund claim the enployer or the worker nust file the final

settlenment agreenent with the director. Unl ess the worker or the
enpl oyer revokes consent to the agreenent, except as provided in
subsection (2) or (3) of this section: (i) The final settlenent

agreenent in a state fund case becones final and binding fourteen days
after the agreenent is filed wth the director; and (ii) in a self-
i nsured case, the final settlenent agreenent becones final and binding
fourteen days after the agreenent is signed.

(c) A self-insured enployer and a worker may enter into a fina
settl ement agreenent. The agreenent nust be signed by the enployer and
t he worker.

(d) A final settlenent agreenent that has becone final and binding
as provided in this section is binding on the departnent and on all
parties to the agreenent as to its terns and the injuries and
occupational diseases to which the final settlenent applies. A final
settl ement agreenent that has becone final and binding is not subject
to appeal .

(2)(a) A worker or an enployer in a state fund case may revoke
consent to the final settlenent agreenent by providing witten notice
to the other party and the director within fourteen days of the date
the agreenent is filed with the director.

(b) A worker or an enployer in a self-insured case may revoke
consent to the final settlenent agreenent by providing witten notice
to the other party within fourteen days of signing the settlenent
agreenent. Unl ess subsection (3) of this section applies, if no party
revokes the agreenent as specified in this subsection, the self-insurer
must forward the agreenent to the departnent to provide notice to the
department of the binding terns of the agreenent and for placenent of
the agreenent in the applicable claimfiles.

(3)(a) If a worker is not represented by |egal counsel at the tine
of signing a final settlenent agreenent, the departnent or the self-
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insurer, as the case may be, nust forward a copy of the signed
settlenment agreenent to the board of industrial insurance appeals with
a request for a conference with a settlenent officer. Unl ess the
wor ker or the enployer requests a later date, the settlenent officer
must convene a conference within fourteen days of receipt of the
request for the limted purpose of receiving the final settlenent
agreenment of the parties, explaining the benefits generally avail able
under this title, and explaining that a final settlenent agreenent nmay
alter the benefits payable on a claim In no event may a settlenent
of ficer render |egal advice to any party.

(b) The settlenent officer nay reject a settlenent agreenent only
if the agreenent constitutes a gross mscarriage of justice. Wthin

seven days after the conference, the settlenent officer shall issue a
conference report accepting or rejecting the final settl enment
agreenent . If the settlenment agreenent is rejected, no further

proceedings with regard to the settlenent agreenent may take place, and
the settlenent agreenent is null and void.

(c) If the settlenent officer accepts the agreenent and no party
revokes the agreenent as specified in subsection (2) of this section or
(d) of this subsection, the agreenent becones final and binding. | f
the case involves a self-insurer, the self-insurer shall forward the
final and binding agreenment to the departnent to provide notice to the
department of the binding terns of the agreenent and for placenent of
the agreenent in the applicable claimfiles.

(d) I'n cases requiring a conference under this subsection:

(1) The worker or the enployer in a state fund case may revoke
consent to the agreenent by providing witten notice to the other party
and the departnment within fourteen days after the conference wth the
settlenment officer.

(iit) If the case involves a self-insurer, the worker or the
enpl oyer may revoke consent to the agreenent by providing witten
notice to the other party within fourteen days after the conference
with the settlenent officer.

(4) To the extent the worker is entitled to tenporary total
disability or permanent total disability benefits while a final
settlenment agreenent is being negotiated, or during the revocation
peri od of an agreenent, such benefits shall be paid until the agreenent
becones fi nal
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(5)(a) If the parties have provided in a final settlenment agreenent
that a claimor clainms are not subject to reopening pursuant to RCW
51. 32. 160, any application to reopen the claimor clains is of no force
or effect and nust be deni ed.

(b)(i) If a worker subject to a final settlenent agreenent
subsequently files a new claim under this title, or an application
under RCW 51.32.160 to reopen a claim that is not covered by the
settl ement agreenent, for an injury or occupational disease involving
the same or simlar diagnosis in the same region of the body or the
sane or simlar nental health diagnosis as the claimor clainms covered
by the final settlenment agreenment, any nonthly conpensation or
permanent disability conpensation payable to the worker under the
subsequent or reopened claim shall be reduced by the nonetary
conpensation paid to the worker under the final settlenent agreenent.

(i1) Proper and necessary nedi cal treatnent under RCW51.36.010, if
i ndi cated, shall be provided to the worker in a new claimor a reopened
claimnot covered by the final settlenent agreenent notw thstanding the
exi stence of a prior final settlenment agreenent in another claim or
claims of the worker involving the same or simlar diagnosis in the
same region of the body or the sanme or simlar nental health diagnosis.

(c) A final settlenent agreenent in any claim my be used as a
defense by any enployer if a worker subject to a final settlenent
agreenent files a subsequent new claim or an application to reopen a
claimfor the sane or simlar diagnosis in the same region of the body
or the same or simlar nental health diagnosis.

(d) As used in this subsection, "sane or simlar diagnhosis in the
same region of the body or the sanme or simlar nental health diagnosis”
shall be broadly construed to prevent excessive or duplicative benefits
to the worker or abuse by the worker in filing nultiple or repetitious
clainms for benefits.

Sec. 306. RCWH51.04.060 and 1977 ex.s. ¢ 350 s 3 are each anmended
to read as foll ows:

No enployer or worker shall exenpt hinmself or herself from the
burden or waive the benefits of this title by any contract, agreenent,
rule or regulation, and any such contract, agreenent, rule or
regul ation shall be pro tanto void. However, this section does not
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prohibit final settlenent agreenents authorized under section 305 of
this act.

PART |V - COVPENSATI ON

Sec. 401. RCW 51.32.220 and 1982 c 63 s 19 are each anended to
read as foll ows:

BENEFI T CALCULATI ON- - SOCI AL SECURI TY OFFSET. (1) For persons who
are under the age of sixty-five receiving conpensation for tenporary or
permanent total disability pursuant to the provisions of this chapter
((5+32R&\), such conpensation shall be reduced by an anpbunt equal to
the Dbenefits payable wunder the federal old-age, survivors, and
di sability insurance act as now or hereafter anended not to exceed the
anount of the reduction established pursuant to 42 USC 424a. However,
such reduction shall not apply when the conbi ned conpensati on provi ded
pursuant to chapter 51.32 RCW and the federal old-age, survivors and
disability insurance act is |less than the total benefits to which the
federal reduction would apply, pursuant to 42 USC 424a. Were any
person described in this section refuses to authorize the rel ease of
information concerning the anount of benefits payable under said
federal act the departnent's estimate of said anount shall be deenmed to
be correct unless and until the actual anmount is established and no
adj ustnment shall be nmade for any period of tine covered by any such
refusal .

(2) For persons who are the age of sixty-five or over receiving
conpensation for tenporary or permanent total disability under this
chapter on or after July 1, 2004, such conpensation nust be reduced by
an anount equal to the benefits payable under the disability provisions
of the federal old-age, survivors, and disability insurance act not to
exceed the anmpunt of the reduction established pursuant to 42 U.S. C
424a. However, the reduction does not apply when the conbined
conpensation provided under this chapter and the federal ol d-age,
survivors, and disability insurance act is less than the total benefits
to which the federal reduction would apply, pursuant to 42 U.S C 424a.
Wien a person described in this section refuses to authorize the
release of information concerning the anount of benefits payabl e under
the federal act, the departnent's estimate of the amobunt is deened to

HB 2918 p. 10
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be correct unless and until the actual anount is established and no
adjustnent shall be nmade for any period of tinme covered by any such
refusal .

(3) Any reduction under subsection (1) or (2) of this section shall
be effective the nonth followng the nonth in which the departnent or
self-insurer is notified by the federal social security adm nistration
that the person is receiving disability benefits under the federal old-
age, survivors and disability insurance act: PROVI DED, That in the
event of an overpaynent of benefits the departnent or self-insurer nmay
not recover nore than the overpaynents for the six nonths i nmediately
precedi ng the date the departnent or self-insurer notifies the worker

that an overpaynent has occurred: PROVI DED FURTHER, That upon
determ ning that there has been an overpaynent, the departnent or self-
insurer shall imrediately notify the person who received the

over paynent that he or she shall be required to nake repaynent pursuant
to this section and RCW51. 32. 230.

((£3))) (4) Recovery of any overpaynent nust be taken from future
tenporary or permanent total disability benefits or permanent parti al
disability benefits provided by this title. 1In the case of tenporary
or permanent total disability benefits, the recovery shall not exceed
twenty-five percent of the nonthly anount due from the departnent or
self-insurer or one-sixth of the total overpaynment, whichever is the
| esser.

((4)) (5 No reduction my be nmade unless the worker receives
notice of the reduction prior to the nonth in which the reduction is
made.

((65¥)) (6) In no event shall the reduction reduce total benefits
to less than the greater anount the worker may be entitled to under
this title or the federal ol d-age, survivors and disability insurance
act .

((68)Y)) (7) The director or self-insurer, pursuant to rules adopted
in accordance with the procedures provided in the admnistrative
procedure act, chapter 34.05 RCW nmay exercise his discretion to waive,
in whole or in part, the anount of any overpaynent where the recovery
woul d be agai nst equity and good consci ence.

((A)) (8) The amendnent in subsection (1) of this section by
chapter 63, Laws of 1982 raising the age |imt during which the
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reduction shall be nmade from age sixty-two to age sixty-five shall
apply wth respect to workers whose effective entitlenment to total
disability conpensation begins after January 1, 1983.

Sec. 402. RCW51.32.225 and 1986 ¢ 59 s 5 are each anended to read
as follows:

(1) For persons receiving conpensation for tenporary or permanent
total disability under this title, the conpensation shall be reduced by
the departnment to allow an offset for social security retirenent
benefits payabl e under the federal social security, old age survivors,
and disability insurance act, 42 U.S.C. This reduction shall not apply
to any worker who is receiving permanent total disability benefits
prior to July 1, 1986.

(2) Reductions for social security retirenment benefits under this
section shall conply with the procedures in RCW51.32.220 (1) through
((66))) (7), except those that relate to conputation, and with any
ot her procedures established by the departnment to admnister this
section.

(3) Any reduction in conpensation made under chapter 58, Laws of
1986, shall be nade before the reduction established in this section.

PART V - MEDI CAL AID

NEW SECTION. Sec. 501. MANACGED CARE- - DEFI NI TI ONS. The
definitions in this section apply throughout this chapter unless the
context clearly requires otherw se.

(1) "Conplaint" nmeans any di ssatisfaction expressed by an injured
wor ker concerning a workers' conpensation managed care arrangenent.

(2) "Gievance" neans a witten conplaint, other than an
application for benefits, filed by the injured worker pursuant to the
requirenents of t he managed care arrangenent, expressing
di ssatisfaction with the refusal of the workers' conpensation nmanaged
care arrangenent to provide health care or dissatisfaction with the
health care provided.

(3) "Health care coordinator” means a primary care provider within
a provider network who is responsi ble for managi ng the health care of
an injured worker, including determning other health care providers
and health care facilities to which the injured worker wll be referred
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for evaluation or treatnent. A health care coordinator nust be a
physician |icensed under chapter 18.71 RCW an osteopathic physician
I icensed under chapter 18.57 RCW a chiropractor |icensed under chapter
18.25 RCW or a podiatric physician |licensed under chapter 18.22 RCW

(4) "Practice paraneters and protocols" nmeans the practice
paraneters and protocols of treatnent adopted by the United States
agency for healthcare research and quality in effect on January 1,
2003, and any other practice paraneters or protocols of treatnent
applicable under this title that the director adopts by rule or policy.

(5) "Provider network" neans a conprehensive panel of health care
providers and health care facilities who have contracted directly or
indirectly wwth a self-insurer or the departnment in accordance wth
this chapter to provide proper and necessary nedical, surgical, and
hospital care and services to injured workers as required under chapter
51.36 RCW

(6) "Service area" neans the departnent-approved geographic area
within which the self-insured enployer or departnent is authorized to
of fer a workers' conpensation nmanaged care arrangenent.

(7) "Workers' conpensation nmanaged care arrangenent” neans an
arrangement under which a health care provider as defined in RCW
48.43. 005, a health care facility as defined in RCW48. 43. 005, a group
of health care providers, a health carrier regulated under chapter
48.20 or 48.21 RCW a health care service contractor registered under
chapter 48.44 RCW or a health nmintenance organi zation registered
under chapter 48.46 RCWhas entered into a witten agreenent directly
or indirectly with a self-insured enployer or the departnent to provide
and to manage proper and necessary nedical, surgical, and hospital care
and services to injured workers in accordance with this title.

NEW SECTI ON. Sec. 502. MANAGED CARE AUTHORI ZED. (1) Subject to
the terms and limtations specified in this chapter, a self-insured
enpl oyer may furnish to its workers, or the departnment may furnish to
sone or all workers covered by the state fund, solely through workers
conpensati on managed care arrangenents such proper and necessary
medi cal , surgical, and hospital care and services for the period of a
worker's disability from a covered injury as may be required under
chapter 51.36 RCW and which nust be provided in accordance wth
practice paraneters and protocols established under this chapter. | f
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a self-insured enployer or the departnent elects to deliver the nedical
benefits required by this title through a nmethod other than a workers
conpensati on nanaged care arrangenent, the discontinuance of the use of
the workers' conpensation managed care arrangenent shall be wthout
regard to the date of injury.

(2)(a) The departnent shall authorize a self-insured enployer to
of fer or use a workers' conpensati on managed care arrangenent after

(i) The self-insurer files a conpleted application along with the
paynment of a one thousand dol |l ar application fee;

(1i) The department is satisfied that the self-insurer has the
ability to provide quality of care consistent with the prevailing
pr of essi onal standards of care; and

(iii) The self-insurer and its workers' conpensati on managed care
arrangenment otherw se neet the requirenents of this chapter.

(b) No self-insurer may offer or use a managed care arrangenent in
this state without departnent authorization required by this section.
The aut horization, unless sooner suspended or revoked, automatically
expires two years after the date of issuance unless renewed by the
self-insurer. The authorization shall be renewed upon application for
renewal and paynent of a renewal fee of one thousand dollars, provided
that the self-insurer is in conpliance with this section and any rules

adopt ed her eunder. An application for renewal of the authorization
shall be made ninety days before expiration of the authorization on
forms provided by the departnent. The renewal application shall not

require the resubm ssion of any docunents previously filed with the
departnment if such docunments have remai ned valid and unchanged since
their original filing.

NEW SECTION. Sec. 503. MANAGED CARE PLAN OF OPERATI ON. (1D
Before a self-insured enployer may be authorized to offer or use a
wor kers' conpensati on managed care arrangenent in this state, the self-
insurer's managed care plan of operation nust be approved by the
depart nent.

(2) A self-insurer nust file a proposed nanaged care plan of
operation with the departnent in a format prescribed by the departnent.
The pl an of operation nust contain evidence that all covered services
are avail abl e and accessi ble, including a denonstration that:
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(a) The covered services can be provided with reasonabl e pronptness
wi th respect to geographic |ocation, hours of operation, and after-hour
care. The hours of operation nust reflect usual practice in the |ocal
area. Geographic availability nmust reflect the usual travel tinmes with
the comunity;

(b) Unless the departnent determ nes that insufficient nunbers of
providers are available, the nunber of providers in the workers'
conpensati on nmanaged care arrangenent service area is sufficient, with
respect to current and expected workers to be serviced by the
arrangenent, either:

(1) By delivery of all required health care services; or

(i1) Through the ability to make appropriate referrals within the
provi der network;

(c) Witten agreenents are entered into with providers descri bi ng
specific responsibilities and prohibiting providers from billing or
ot herwi se seeking reinbursenment from or recourse against any injured
wor ker for covered services; and

(d) Energency care is available twenty-four hours a day and seven
days a week.

(3) The proposed managed care plan of operation must include:

(a) A statenent or map providing a clear description of the service
area;

(b) A description of the grievance procedure to be used;

(c) A description of the quality assurance program that assures
that the health care services provided to workers shall be rendered
under reasonable standards of quality of care consistent with the
prevailing standards of nedical practice in the nmedical conmunity. The
program shall include, but not be limted to:

(1) A witten statenent of goals and objectives that stresses
health and return-to-work outconmes as the principal criteria for the
eval uation of the quality of care rendered to injured workers;

(iit) A witten statenent describing how nethodology has been
incorporated into an ongoing system for nonitoring of care that is
i ndi vi dual care oriented and, when i npl enent ed, can provide
interpretation and analysis of patterns of care rendered to individual
patients by individual providers;

(ii1) Witten procedures for taking appropriate renedial action
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whenever, as determned under the quality assurance program
i nappropriate or substandard services have been provided or services
t hat shoul d have been furni shed have not been provided;

(tv) A witten plan, that includes ongoing review, for providing
revi ew of physicians and other |icensed health care providers;

(v) Appropriate financial incentives to reduce service costs and
utilization without sacrificing the quality of service;

(vi) Adequate nethods of peer review and utilization review The
utilization review process shall include a health care facility's
precertification nechanism including, but not limted to, all elective
adm ssions and nonenergency surgeries and adherence to practice
paraneters and protocols established under this chapter;

(vii) Provisions for resolution of disputes arising between a
health care provider and a self-insurer regarding reinbursenents and
utilization review,

(viii) Availability of process for aggressive health care
coordination, as well as a programinvolving cooperative efforts by the
wor kers, the enployer, and the workers' conpensation mnanaged care
arrangenment to pronote early return to work for injured workers;

(ix) A provision for the selection of a primary care provider by
t he enpl oyee from anong primary providers in the provider network; and

(x) The witten information proposed to be used by the self-insurer
to conply with (e) of this subsection;

(d) Witten procedures to provide the self-insurer with tinely
medi cal records and information including, but not limted to, work
status, work restrictions, date of maximum nedical inprovenent,
permanent inpairnment ratings, and other information as required,
including information denonstrating conpliance wth the practice
paraneters and protocols of treatnent established under this chapter

(e) Evi dence that appropriate health care providers and
admnistrative staff of the self-insurer's workers' conpensation
managed care arrangenent have received training and education on the
provisions of this chapter; the admnistrative rules that govern the
provi sion of proper and necessary nedical, surgical, and hospital care
and services to injured workers; and the practice paraneters and
protocol s of treatnent established under this chapter

(f) Witten procedures and nethods to prevent inappropriate or
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excessive treatnent that are in accordance with the practice paraneters
and protocols of treatnment established under this chapter;

(g) Witten procedures and nethods for the managenent of an injured
worker's health care by a health care coordinator including:

(i) The mechani sm for assuring that covered enpl oyees receive al
initial covered services froma primary care provider participating in
t he provi der network, except for energency care;

(i) The nechanism for assuring that all continuing covered
services be received fromthe sane primary care provider participating
in the provider network that provided the initial covered services,
except when services from anot her provider are authorized by the health
care coordi nator pursuant to (g)(iv) of this subsection;

(ti1) The policies and procedures for allowing an enployee to
change to another provider wthin the provider network as the
authorized treating physician during the course of treatnment for a
work-related injury in accordance wth rules adopted under RCW
51. 36. 010;

(1v) The process for assuring that all referrals authorized by a
heal th care coordinator, in accordance with the practice paraneters and
protocol s of treatnent established under this chapter, are nmade to the
participating network providers, unless proper and necessary nedical,
surgical, and hospital care and services are not available and
accessible to the injured worker in the provider network; and

(v) Assignnment of a health care coordinator |icensed under chapter
18.71 RCW to manage care by physicians |icensed under chapter 18.71
RCW a health care coordinator |icensed under chapter 18.57 RCW to
manage care by osteopathic physicians |icensed under chapter 18.57 RCW
a health care coordinator |icensed under chapter 18.25 RCW to nanage
care by chiropractors |licensed under chapter 18.25 RCW on an injured
wor ker's request for care by any of the listed providers; and

(h) A description of the use of workers' conpensation practice
paranmeters and protocols of treatnment for health care services.

(4) A self-insured enployer nust file any proposed changes to the
pl an of operation, except for changes in the list of health care
providers, with the departnent before inplenenting the changes. The
changes are considered approved forty-five days after filing unless
specifically disapproved by the departnment within the forty-five day
peri od.
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NEW SECTI ON.  Sec. 504. (1) Before the departnment may offer or use
a workers' conpensation nanaged care arrangenent in this state, the
depart nent nust devel op a managed care plan of operation that neets the
requi renents of the plan of operation required under section 503 of
this act, and nust provide a period of at least thirty days for public
review and comment before inplenenting the plan or any changes to the
pl an, except for changes to the list of health care providers.

(2) The departnent nust develop a plan under which retrospective
rating plan enployers and retrospective rating plan groups would be
authorized to contract for workers' conpensati on nmanaged care
arrangenents. The proposal nust include the requirenents that the
retrospective rating plan enployer or group nmust neet to qualify for a
wor kers' conpensati on nmanaged care arrangenent and the responsibilities
and rights of both enployers and enpl oyees under the arrangenent. The
pl an nust be devel oped within one year after the effective date of this
section and, thereafter, nust be inplenented through the adoption of
rul es.

NEW SECTI ON. Sec. 505. MANAGED CARE--DI SCLOSURE. A self-insured
enpl oyer or the departnent, as the case may be, nust nake full and fair
disclosure in witing of the provisions, restrictions, and limtations
of the workers' conpensation managed care arrangenent to affected
wor kers, including at |east:

(1) A description, including address and tel ephone nunber, of the
network providers, including primary care physicians, specialty
physi ci ans, hospitals, and other health care providers;

(2) A description of the coverage for energency and urgently needed
care provided within and outside the service area,;

(3) A description of limtations on referrals; and

(4) A description of the grievance process.

NEW SECTI ON. Sec. 506. MANAGED CARE- - GRI EVANCE PROCEDURES. (1)
A workers' conpensation nmanaged care arrangenent nust have and use
procedures for hearing conplaints and resolving witten grievances from
injured workers and health care providers. The procedures nust be
ai med at nutual agreenment for settlement and may include arbitration
pr ocedur es. Procedures provided in this section are in addition to
ot her dispute resolution procedures contained in this title.

HB 2918 p. 18



©O© 00 N O Ol WDN P

e e ol
A WO N O

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(2) The grievance procedures nust be described in witing and
provided to the affected workers and health care providers.

(3) At the tinme that the workers' conpensation managed care
arrangenment is inplenmented, the self-insurer or the departnent, as the
case may be, nust provide detailed information to workers and health
care providers describing the manner in which a grievance may be filed
with the self-insured enpl oyer or departnent.

(4) Gievances nust be considered in a tinely manner and nust be
transmtted to appropriate decision makers who have the authority to
investigate the issues fully and take corrective action.

(5) If agrievance is found to be valid, corrective action nust be
taken pronptly.

(6) Al concerned parties nust be notified of the results of a
gri evance.

NEW SECTION. Sec. 507. MANAGED CARE-- TREATMENT COVPLYING W TH
REQUI REMENTS. (1) Notw thstanding any other provision of this title,
when an authorized self-insured enployer or the departnment provides
health care through a workers' conpensation nmanaged care arrangenent
under this chapter, those workers who are subject to the arrangenent
must receive health care services for work-related injuries and
di seases as prescribed in the contract, if: (a) The self-insurer or
the departnent, as the case may be, has provided notice to the
enpl oyees of the arrangenent in a manner approved by the departnent;
and (b) the health care services are in accordance with the practice
paraneters and protocols established under this chapter. In such
cases, treatnent received outside the workers' conpensation managed
care arrangenent is not conpensable, regardl ess of the purpose of the
treatnment, including, but not limted to, evaluations, exam nations, or
di agnostic studies to determ ne causation between nedical findings and
a covered injury or occupational disease, the existence or extent of
inpairments or disabilities, and whether the injured enployee has
reached maxi mnum nedi cal inprovenent, unless authorized by the self-
insurer or the departnent, as the case may be, before the treatnent
dat e.

(2) When a self-insurer or the departnent enters into a nanaged
care arrangenent under this chapter, the enpl oyees who are covered by
t he provision of such arrangenent shall be deened to have received al
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the benefits to which they are entitled pursuant to chapter 51.36 RCW
In addition, the enployer and the departnent shall be deenmed to have
conplied conpletely with the requirenents of such provisions. The
provi si ons governi ng managed care arrangenents shall govern exclusively
unl ess specifically stated otherwise in this title.

NEW SECTION. Sec. 508. MANAGED CARE--PENALTIES FOR VI OLATI ONS.
(1) The director may suspend the authority of a self-insurer to offer
a workers' conpensation nanaged care arrangenent or nmay order
conpliance wthin sixty days, if the director finds that:

(a) The self-insurer or its managed care contractor is 1in
substantial violation of its contracts;

(b) The self-insurer or its managed care contractor is unable to
fulfill its obligations under outstanding nmanaged care arrangenment
contracts;

(c) The self-insurer or nmanaged care contractor knowi ngly uses a
provider who is furnishing or has furnished health care services
W t hout having an existing license or other authority to practice or
furnish health care services in this state;

(d) The self-insurer no longer neets the requirenents for
aut horization as originally issued; or

(e) The self-insurer has violated any provision of this chapter or
rule or order of the director adopted under this chapter.

(2) Revocation of a self-insurer's authorization under this chapter
shall be for a period of two years. After two years, the self-insurer
may apply for a new authorization by conplying with all requirenents
applicable to first-tinme applicants.

(3) Suspension of a self-insurer's authority to offer a workers
conpensati on nmanaged care arrangenent shall be for a period, not to
exceed one year, as is fixed by the director. The director shall, in
his or her order suspending the authority of a self-insurer to offer
wor kers' conpensati on managed care, specify the period during which the
suspension is to be in effect and the conditions, if any, that nust be
met by the self-insurer before reinstatenent of its authority. The
order of suspension is subject to rescission or nodification by further
order of the director before the expiration of the suspension period.
Rei nst at enent shall not be made unl ess requested by the self-insurer.
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However, the director shall not grant reinstatenent if he or she finds
that the circunstances for which the suspension occurred still exist or
are likely to recur.

(4) Upon expiration of the suspension period, the self-insurer's
aut hori zation shall automatically be reinstated unless the director
finds before the expiration that the causes of the suspension have not
been rectified or that the self-insurer is otherwise not in conpliance
with the requirenents of this chapter. If not so automatically
reinstated, the authorization shall be deened to have expired as of the
end of the suspension period.

(5) If the director finds that one or nore grounds exist for the
revocati on or suspension of an authorization issued under this section,
the director may, in lieu of such revocation or suspension, inpose a
fine upon the self-insurer as follows:

(a) Wth respect to a nonw || ful violation, the fine may not exceed
two thousand five hundred dollars for each such violation. A fine may
not exceed an aggregate amount of ten thousand dollars for al
nonwi | I ful violations arising out of the sanme action; or

(b) Wth respect to a knowng and willful violation, the fine may
not exceed twenty thousand dollars for each such violation. A fine may
not exceed an aggregate anount of one hundred thousand dollars for al
knowi ng and willful violations arising out of the sane action.

NEW SECTI ON.  Sec. 509. MANAGED CARE RULES. The director shal
adopt rul es that specify:

(1) Procedures for authorization and exam nation of workers
conpensati on managed care arrangenents by the departnent;

(2) Requirenents and procedures for authorization of workers
conpensati on arrangenent provider networks and procedures for the
departnent to grant exceptions from accessibility of services;

(3) Requirenments and procedures for case nanagenent, utilization
managenment, and peer review,

(4) Requirenments and procedures for quality assurance and nedica
records;

(5 Requirenents and procedures for dispute resolution in
conformance with this chapter

(6) Requirenents and procedures for enployee and provider
education; and
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(7) Requirenments and procedures for reporting data regarding
grievances, return-to-work outcones, and provider networks.

Sec. 510. RCWH51.36.110 and 1994 c 154 s 312 are each anended to
read as foll ows:

(1) The director of the departnent of |abor and industries or the
director's authorized representative shall have the authority to:

((H)) (a) Conduct audits and investigations of providers of
medi cal, chiropractic, dental, vocational, and other health services
furnished to industrially injured workers pursuant to Title 51 RCWto
determ ne whether providers are: (i) Conplying with this title and the
rules adopted under this title; (ii) engaging in overutilization; (iii)

engaging in inproper billing practices; and (iv) adhering to practice
paraneters and protocols of treatnent established under this title. In
the conduct of such audits or investigations, the director or the
director's authorized representatives nmay examne all records, or

portions thereof, including patient records, for which services were
rendered by a health services provider and reinbursed by the
department, notw thstandi ng the provisions of any other statute which
may meke or purport to nmake such records privileged or confidential:
PROVI DED, That no original patient records shall be renoved from the
prem ses of the health services provider, and that the disclosure of
any records or information obtained under authority of this section by
t he departnent of |abor and industries is prohibited and constitutes a
violation of RCW 42.52.050, unless such disclosure is directly
connected to the official duties of the departnent: AND PROVI DED
FURTHER, That the disclosure of patient information as required under
this section shall not subject any physician or other health services
provider to any liability for breach of any confidential relationships
bet ween the provider and the patient: AND PROVI DED FURTHER, That the
director or the director's authorized representative shall destroy al
copi es of patient nedical records in their possession upon conpletion
of the audit, investigation, or proceedings;

((2)) (b) Approve or deny applications to participate as a
provi der of services furnished to industrially injured workers pursuant
to Title 51 RCW and

((63))) (c) Termnate or suspend eligibility to participate as a

HB 2918 p. 22



©O© 00 N O Ol WDN P

N NN R R R RRRRPRR R
NP O © 0~NO U NMNWNDNRER O

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

provi der of services furnished to industrially injured workers pursuant
to Title 51 RCW

(2)(a) If the departnment finds that a health services provider has
inproperly billed, overutilized, or failed to conply with rules adopted

under this title, including but not limted to practice paraneters and
protocols established under this title, it nust notify the provider of
its findings and may determine that the health services provider may
not receive paynent from the departnent or self-insured enployer, as
the case may be, or may inpose penalties as provided in ROV 51. 48. 080.

(b) If a health services provider has received paynent from the
departnment or self-insured enployer for services that were inproperly
billed, that constitute overutilization, or that were outside the
practice paraneters or protocols established under this title, the
provi der nust repay those anobunts to the departnent or self-insurer, as
the case may be. The departnent may assess a penalty of up to five
hundred dollars for each overpaynent that is not refunded within thirty
days after notification of overpaynent by the departnent.

(c) For the purposes of this subsection, "overutilization" neans
providing an inappropriate health service or level of service to an
injured worker, including but not limted to providing treatnent in
excess of established practice paraneters and protocols of treatnent
establi shed under this title.

NEW SECTION. Sec. 511. A new section is added to chapter 51.36
RCWto read as foll ows:

STANDARDS OF CARE. The following standards of care shall be
followed in providing nmedical care under this title:

(1)(a) Abnormal anatomcal findings alone, in the absence of
objective relevant nedical findings, shall not be an indicator of
injury or illness, a justification for the provision of curative or

rehabilitative nedical care or the assignment of restrictions, or a
foundation for limtations.

(b) At all times during evaluation and treatnment, the health
services provider shall act on the premse that returning to work is an

integral part of the treatnent plan. The goal of renoving all
restrictions and limtations as early as appropriate shall be part of
the treatnent plan on a continuous basis. The assignnment of
restrictions and limtations shall be reviewed with each patient
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exam nation and upon receipt of new information, such as progress
reports from physical therapists and other health services providers.
Consi deration shall be given to upgrading or renoving the restrictions
and limtations with each patient exam nation, based upon the presence
or absence of objective relevant nedical findings.

(c) Reasonable proper and necessary nedical care of injured
enpl oyees shall in all situations:

(1) Use a high intensity, short duration treatnment approach that
focuses on early activation and restoration of function whenever

possi bl e.
(1i) Include reassessnment of the treatnent plans, regines,
t herapi es, prescriptions, and functional limtations or restrictions

prescribed by the provider every thirty days.

(ii1i1) Be focused on treatnent of the individual enployee's specific
clinical dysfunction or status and shall not be based upon nondescri pt
di agnostic | abel s.

(2) Al treatnment shall be inherently scientifically |ogical and
the evaluation or treatnment procedure nust match the docunented
physi ol ogic and clinical problem Treatment shall match the type,
intensity, and duration of service required by the problemidentified.

Sec. 512. RCW51.36.010 and 1986 ¢ 58 s 6 are each anended to read
as follows:

CHO CE OF PHYSI Cl AN. (1) Subject to the limts in this section
upon the occurrence of any injury to a worker entitled to conpensation
under the provisions of this title, he or she shall receive proper and
necessary medi cal and surgical services at the hands of a physician of
his or her own choice, if conveniently |located, and proper and
necessary hospital care and services during the period of his or her
disability fromsuch injury((—but—the—same—shallbelHmtedinpoint
of duration as follows:)).

(a) The duration of nedical and surgical services is limted as
provided in this subsection:

() In the case of permanent partial disability, services may not
((t+e)) extend beyond the date when conpensation shall be awarded hi m or
her, except when the worker returned to work before permanent parti al
disability award is made, in such case services may not ((t+e)) extend
beyond the tinme when nonthly all owances to himor her shall cease;
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(ii) I'n case of tenporary disability services may not ((te)) extend
beyond the tine when nonthly allowances to him or her shall cease:
PROVI DED, That after any injured worker has returned to his or her work
his or her medical and surgical treatnent may be continued if, and so
Il ong as, such continuation is deenmed necessary by the supervisor of
industrial insurance to be necessary to his or her nore conplete
recovery,;

(iii) In case of a permanent total disability services may not
((+e)) extend beyond the date on which a lunp sum settlenent is nmade
with himor her or he or she is placed upon the permanent pension roll
PROVI DED, HOWEVER, That the supervisor of industrial insurance, solely
in his or her discretion, may authorize continued nedi cal and surgi cal
treatnent for conditions previously accepted by the departnent when
such nedical and surgical treatnent is deened necessary by the
supervisor of industrial insurance to protect such worker's life or
provide for the admnistration of nedical and therapeutic neasures
i ncl udi ng paynment of prescription nedications, but not including those
controlled substances currently scheduled by the state board of

pharmacy as Schedule I, 11, 111, or IV substances under chapter 69.50
RCW which are necessary to alleviate continuing pain which results
from the industrial injury. In order to authorize such continued

treatnent the witten order of the supervisor of industrial insurance
i ssued in advance of the continuation shall be necessary.

(b) The choice of attending physician is limted as provided in
this subsection:

(i) If an injured worker is covered through a workers' conpensation

managed care arrangenent as provided in chapter 51.-- RCWN (sections 501

through 509 of this act), the worker nust select a primary care
provider fromanong the primary care providers in the provider network
as prescribed in the managed care contract; and

(ii) A physician who is not an attending physician nmay not: (A
Aut horize paynent of tenporary disability conpensation; or (B) make
ratings regarding the worker's inpairnment for the purpose of evaluating

the worker's disability unless requested by the departnent or the

enpl oyer.
(2) The supervisor of industrial insurance, the supervisor's
designee, or a self-insurer, in his or her sole discretion, may

aut horize inoculation or other inmmunological treatnent in cases in

p. 25 HB 2918



ga b W N

©O© 00 N O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

which a work-related activity has resulted in probabl e exposure of the
wor ker to a potential infectious occupational disease. Authorization
of such treatnent does not bind the departnment or self-insurer in any
adj udi cation of a claimby the sanme worker or the worker's beneficiary
for an occupational disease.

NEW SECTION. Sec. 513. A new section is added to chapter 51.32
RCWto read as foll ows:

EMPLOYER CLAIMS ADM NI STRATI ON AUTHORI TY. (1) A state fund
enpl oyer or retrospective rating plan group that admnisters its
i ndustrial insurance programthrough an authorized cl ains adm ni strator
may:

(a) Schedule nedical examnations and consultations under RCW
51. 36.070, using only providers fromthe departnent's approved provider
list; and

(b) Initiate vocational and other rehabilitation services under RCW
51.32.095, using only providers fromthe departnent's approved provider
list. Vocational and other rehabilitation services may include job
pl acenment services, vocational rehabilitation plans, or other accepted
servi ces.

(2) Wthin one hundred twenty days after the effective date of this
section, the departnment shall adopt rules to inplenent the specific
requi renents of this section, including the foll ow ng:

(a) The rules may require notification to the departnent before the
enpl oyer or retrospective rating plan group exercises authority under
this section, but the rules nmust mnimze the departnment's need to
respond and nust ensure that a failure to respond or a delay in
response by the departnent does not inpede the tinely adm nistration of
the claim

(b) The rules may not require that: (i) A nedical exam nation be
performed by the worker's attending physician or other treating
provider; or (ii) a consultation referral be requested from the
worker's attending physician or other treating provider before
scheduling a provider for a nedical exam nation.

(c) The rules nust establish qualifications for authorized clains
admnistrators and require an authorized clains admnistrator to
denonstrate, in a manner satisfactory to the departnent, a thorough
know edge of the industrial insurance laws, and an expertise in
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processing clains as authorized under this section. The rul es nust
al so establish procedures for approval and disapproval of authorized
clainms admnistrators. This section does not permt the departnent to
establish requirenments for authorized clainms admnistrators that exceed
the requirenents for state fund clainms adm ni strators.

(3) This section applies to all clainms regardless of the date of
injury.

(4) For purposes of this section, "authorized clains adm ni strator”
means a person who is approved by the departnment as neeting the
qualifications established by rule under subsection (2)(c) of this
section.

PART VI - FUNDS

Sec. 601. RCW51.44.010 and 1961 ¢ 23 s 51.44.010 are each anended
to read as foll ows:

ACCI DENT FUND. (1) There shall be, in the office of the state
treasurer, a fund to be known and designated as the "accident
fund((-))" for the benefit of enployers and enpl oyees subject to this
title. All receipts from prem uns owed under RCW 51.16.060 nust be
deposited in the accident fund. Expenditures from the accident fund
may be used only for the paynment of conpensation, vocational
rehabilitation, death benefits, funeral expenses, |like benefits for
| oss sustained on account of injury, disease, or death provided for by
this title, admnistration of this title, and debt service for capital
i nprovenents related to the state fund, and may not be used for any
ot her purpose. Only the director or the director's designee may
aut horize expenditures from the accident fund for such benefits.
Consistent with RCW43.88.180, noney in the accident fund may be spent
for the admnistration of this title and debt service for capital
i nprovenents related to the state fund only after appropriation.

(2) The leqgislature declares that it is in the best interest of the

state, the enployers and enpl oyees subject to Title 51 RCW and the
owners and holders of the bonds issued by the state for capital
i nprovenents related to the state fund to specify and thereby limt the

pur poses for which expenditures fromthe accident fund may be used. It
is the intent of the legislature in this section to specify and thereby

limt the purposes for which expenditures fromthe accident fund may be
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used. The legislature does not intend to diminish in any way the
current obligations of the state or dimnish in any way the rights of
owners and holders of the bonds issued by the state for capital
i nprovenents related to the state fund.

Sec. 602. RCW51.44.020 and 1961 ¢ 23 s 51.44.020 are each anmended
to read as foll ows:

MEDI CAL AID FUND. (1) There shall be, in the office of the state
treasurer, a fund to be known and designated as the "nedical aid
fund((-))" for the benefit of enployers and enpl oyees subject to this
title. Al receipts from prem uns owed under RCW 51.16.060 nust be
deposited in the nedical aid fund. Expenditures fromthe nedical aid
fund nmay be used only for the paynent of nedical aid and |like benefits
for 1 oss sustained on account of injury, disease, or death provided for
by this title, admnistration of this title, and debt service for
capital inprovenents related to the state fund, and may not be used for
any other purpose. Only the director or the director's designee nay
aut horize expenditures from the nedical aid fund for such benefits.
Consistent wth RCW 43.88.180, noney in the nedical aid fund nay be
spent for the admnistration of this title and debt service for capital
i nprovenents related to the state fund only after appropriation.

(2) The leqgislature declares that it is in the best interest of the
state, the enployers and enployees subject to Title 51 RCW and the
owners and holders of the bonds issued by the state for capital
inprovenents related to the state fund to specify and thereby limt the
purposes for which expenditures fromthe nedical aid fund nay be used.
It is the intent of the legislature in this section to specify and
thereby limt the purposes for which expenditures fromthe nedical aid
fund may be used. The legislature does not intend to dimnish in any
way the current obligations of the state or dimnish in any way the
rights of owners and holders of the bonds issued by the state for
capital inprovenents related to the state fund.

Sec. 603. RCW43.84.092 and 2003 c¢ 361 s 602, 2003 c 324 s 1, 2003
c 150 s 2, and 2003 c 48 s 2 are each reenacted and anended to read as
fol | ows:

(1) Al earnings of investnments of surplus balances in the state
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treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash nanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deenmed necessary to inplenent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84.160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The accident account, the

accident reserve account, the capitol building construction account,
t he Cedar River channel construction and operation account, the Central
Washi ngton University capital projects account, the charitable,
educational, penal and reformatory institutions account, the common

school construction fund, the county crimnal justice assistance
account, the county sales and use tax equalization account, the data
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processing building construction account, the deferred conpensation
adm ni strative account, the deferred conpensation principal account,
the departnment of retirenment systenms expense account, the drinking
wat er assi stance account, the drinking water assistance admnistrative
account, the drinking water assistance repaynent account, the Eastern
Washi ngton University capital projects account, the education
construction fund, the election account, the energency reserve fund,
The Evergreen State College capital projects account, the federal
forest revolving account, the health services account, the public
health services account, the health system capacity account, the
per sonal health services account, the state higher education
construction account, the higher education construction account, the
hi ghway infrastructure account, the industrial insurance prem umrefund
account, the judges' retirenent account, the judicial retirenent
adm ni strative account, the judicial retirenent principal account, the
| ocal | easehold excise tax account, the |local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nmobile honme park relocation fund, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the
muni ci pal sal es and use tax equalization account, the natural resources
deposit account, the oyster reserve |and account, the perpetual
surveill ance and mai nt enance account, the public enployees' retirenent
system plan 1 account, the public enployees' retirenent system conbi ned
plan 2 and plan 3 account, the public facilities construction |oan
revol ving account beginning July 1, 2004, the public health
suppl enental account, the public works assistance account, the Puyallup
tribal settlenment account, the regional transportation investnent
district account, the resource managenent cost account, the second
injury account, the self-insurers' insolvency trust account, the site
cl osure account, the special wldlife account, the state enployees'
i nsurance account, the state enployees' insurance reserve account, the
state investnment board expense account, the state investnent board
comm ngl ed trust fund accounts, the supplenental pension account, the
Tacoma Narrows toll bridge account, the teachers' retirenment system
plan 1 account, the teachers' retirenent system conbined plan 2 and
pl an 3 account, the tobacco prevention and control account, the tobacco
settlenment account, the transportation infrastructure account, the
tuition recovery trust fund, the University of Washington bond
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retirement fund, the University of Wshington building account, the
volunteer fire fighters' and reserve officers' relief and pension
principal fund, the volunteer fire fighters' and reserve officers’
admnistrative fund, the Wshington fruit express account, the
Washington judicial retirement system account, the Washington |aw
enforcenment officers’ and fire fighters' system plan 1 retirenent
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 2 retirenent account, the Washington school enployees

retirement system conbi ned plan 2 and 3 account, the Washington state
heal th i nsurance pool account, the WAshington state patrol retirenent
account, the Washington State University building account, the
Washi ngton State University bond retirenent fund, the water pollution
control revolving fund, and the Western Washi ngton University capital
projects account. Earnings derived from investing balances of the
agricultural permanent fund, the normal school permanent fund, the
per mmnent common school fund, the scientific permanent fund, and the
state university permanent fund shall be allocated to their respective
beneficiary accounts. All earnings to be distributed under this
subsection (4)(a) shall first be reduced by the allocation to the state
treasurer's service fund pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi |l ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation i nprovenent board bond retirenent account, and the urban
arterial trust account.
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(5) In conformance with Article 11, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

Sec. 604. RCW 28B. 20.458 and 1969 ex.s. c¢ 223 s 28B.20.458 are
each anended to read as foll ows:

The University of Wshington may accept and adm nister | oans,
grants, funds, or gifts, conditional or otherwise, in furtherance of
t he objects and purposes of RCW 28B. 20. 450 t hrough 28B. 20. 458, fromthe
federal governnent and from ot her sources public or private. ((Fer—the

Fabor—and—industiies—) )

NEW SECTION.  Sec. 605. RCW 51.16.042 (CGccupat i onal and
environmental research facility) and 1977 ex.s. ¢ 350 s 25, 1971 ex.s.
c 289 s 84, & 1963 c 151 s 2 are each repeal ed.

PART VI - CLAI MS MANAGEMENT

Sec. 701. RCW51.32.210 and 1977 ex.s. ¢ 350 s 55 are each anended
to read as foll ows:

(1) dainms of injured workers of enployers who have secured the
paynment of conpensation by insuring with the departnent shall be
pronptly acted upon by the departnent. The departnent nust enter an
order allowing or denying a claimwithin ninety days fromthe date that
the claimis filed with the departnent.

(2) Where tenporary disability conpensation is payable, the first
paynment thereof shall be mailed within fourteen days after receipt of
the claimat the departnent's offices in Aynpia and shall continue at
regular semnonthly intervals. The paynment of this or any other
benefits under this title, prior to the entry of an order by the
departnent in accordance with RCW 51.52.050 as now or hereafter
anended, shall be not considered a binding determnation of the
obligations of the departnent under this title. The acceptance of
conpensation by the worker or his or her beneficiaries prior to such
order shall |ikew se not be considered a binding determ nation of their
rights under this title.
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NEW SECTION. Sec. 702. A new section is added to chapter 51.32
RCWto read as foll ows:

The departnment may purchase services by contract fromindividuals,
nonprofit organizations, or businesses to provide services with respect
to any aspect of managing industrial insurance clains filed with the
state fund under this title.

Sec. 703. RCW41.06.380 and 2003 ¢ 363 s 104 are each anended to
read as foll ows:

((5)) Nothing contained in this chapter ((shatkl)) prohibits:

(1) Any departnent, as defined in RCW 41.06.020, from purchasing
services by contract with individuals or business entities if such
services were regularly purchased by valid contract by such depart nent
prior to April 23, 1979: PROVI DED, That no such contract my be
executed or renewed if it would have the effect of termnating
classified enpl oyees or classified enployee positions existing at the
time of the execution or renewal of the contract.

(2) ((Nething—eontatnedinthis—chapter—prohibits)) The depart nent
of transportation from purchasing construction services or construction
engi neering services, as those terns are defined in RCW47.28. 241, by
contract from qualified private businesses as specified in RCW
47. 28.251(2).

(3) The departnent of |abor and industries from purchasing services
by contract from individuals, nonprofit organizations, or business
entities to provide services with respect to any aspect of nanaging
industrial insurance clains filed with the state fund under Title 51
RCW

PART VIII1 - APPEALS

Sec. 801. RCW 51.52.050 and 1987 c 151 s 1 are each anended to
read as foll ows:

SERVI CE; BENEFI T PAYMENT PENDI NG RECONSI DERATI ON, PROVI DER
SUSPENSI ON PENDI NG APPEAL. (1) Wenever the departnment has nade any
order, decision, or award, it shall pronptly serve the worker,
beneficiary, enployer, or other person affected thereby, with a copy
t hereof by mail, which shall be addressed to such person at his or her
| ast known address as shown by the records of the departnent. The
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copy, in case the sane is a final order, decision, or award, shall bear
on the sanme side of the sanme page on which is found the anpunt of the
award, a statenent, set in black faced type of at |east ten point body
or size, that such final order, decision, or award shall becone fina

within sixty days from the date the order is comunicated to the
parties unless a witten request for reconsideration is filed with the
departnment of |abor and industries, Aynpia, or an appeal is filed with
the board of industrial insurance appeals, d ynpia((—~FRRSMDBED-
Fhat)). However, a departnent order or decision nmaking demand, whet her
with or without penalty, for repaynent of suns paid to a provider of
medi cal , dental, vocational, or other health services rendered to an
industrially injured worker, shall state that such order or decision
shall beconme final wthin twenty days from the date the order or
decision is communicated to the parties unless a witten request for
reconsideration is filed wwth the departnment of |abor and industries,
O ynmpia, or an appeal is filed wwth the board of industrial insurance
appeal s, dynpi a.

(2)(a) Except as provided in section 305 of this act, whenever the
departnment has taken any action or made any decision relating to any
phase of the admnistration of this title the worker, beneficiary,
enpl oyer, or other person aggrieved thereby may request reconsideration
of the departnment((+)) or may appeal to the board. If an enpl oyer
requests reconsideration of a departnent order in favor of an injured
worker, tenporary total disability conpensation or nedical aid benefits
granted to the worker by the order under reconsideration are suspended
while the reconsideration i s pending.

(b) In an appeal before the board, the appellant shall have the
burden of proceeding with the evidence to establish a prima facie case
for the relief sought in such appeal ((—PROMBEB—Fhat)). However, in
an appeal from an order of the departnent that alleges fraud, the
departnment or self-insured enployer shall initially introduce al
evidence in its case in chief.

(c) Any ((sueh)) person aggrieved by the decision and order of the
board may thereafter appeal to the superior court, as prescribed in
this chapter.

(3) Wien a provider files with the board an appeal from an order
termnating the provider's authority to provide services related to the
treatnent of industrially injured workers, the departnent nmay petition
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the board for an order imediately suspending the provider's
eligibility to participate as a provider of services to industrially
injured workers under this title pending the final disposition of the
appeal by the board. The board shall grant the petition if it
determines that there is good cause to believe that workers covered
under this title may suffer serious physical or nental harm if the
petition is not granted. The board shall expedite the hearing of the
departnent's petition under this subsection.

Sec. 802. RCWJ51.52.060 and 1995 ¢ 253 s 1 and 1995 ¢ 199 s 7 are
each reenacted and anmended to read as foll ows:

NOTI CE OF APPEAL; BENEFI T PAYMENT PENDI NG APPEAL. (1)(a) Except as
ot herwi se specifically provided in this section, a worker, beneficiary,
enpl oyer, health services provider, or other person aggrieved by an
order, decision, or award of the departnent nust, before he or she
appeals to the courts, file with the board and the director, by mail or
personally, wthin sixty days from the day on which a copy of the
order, decision, or award was comruni cated to such person, a notice of
appeal to the board. However, a health services provider or other
person aggrieved by a departnent order or decision making demand,
whet her with or wi thout penalty, solely for repaynent of suns paid to
a provider of nedical, dental, vocational, or other health services
rendered to an industrially injured worker nust, before he or she
appeals to the courts, file with the board and the director, by mail or
personally, within twenty days from the day on which a copy of the
order or decision was comuni cated to the health services provider upon
whom t he departnent order or decision was served, a notice of appeal to
t he board.

(b) Failure to file a notice of appeal wth both the board and the
departnent shall not be grounds for denying the appeal if the notice of
appeal is filed wwth either the board or the departnent.

(2) Wthin ten days of the date on which an appeal has been granted
by the board, the board shall notify the other interested parties to
t he appeal of the receipt of the appeal and shall forward a copy of the
notice of appeal to the other interested parties. Wthin twenty days
of the receipt of such notice of the board, the worker or the enpl oyer
may file with the board a cross-appeal fromthe order of the departnent
fromwhich the original appeal was taken.
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(3) If within the time limted for filing a notice of appeal to the
board from an order, decision, or award of the departnent, the
departnment directs the submssion of further evidence or the
investigation of any further fact, the tinme for filing the notice of
appeal shall not commence to run until the person has been advised in
witing of the final decision of the departnment in the matter. 1In the
event the departnment directs the subm ssion of further evidence or the
investigation of any further fact, as provided in this section, the
departnent shall render a final order, decision, or award wi thin ninety
days fromthe date further subm ssion of evidence or investigation of

further fact is ordered ((whieh—tire—period—ray—beextended—bythe
for an additional ninety days)).

(4) The departnment, either within the tine limted for appeal, or
within thirty days after receiving a notice of appeal, may:

(a) Modify, reverse, or change any order, decision, or award; or

(b) (i) Except as provided in (b)(ii) of this subsection, hold an
order, decision, or award in abeyance for a period of ninety days

noticeof appeal)); or
(i1) Hold an order, decision, or award issued under RCW 51. 32. 160
in abeyance for a period not to exceed ninety days from the date of

recei pt of an application under RCW 51. 32. 160. ( { Fhe—departrent—may

ROW-51-32-1106-))

The board shall deny the appeal upon the issuance of an order under
(b)(i) or (ii) of this subsection holding an earlier order, decision,
or award in abeyance, without prejudice to the appellant's right to
appeal from any subsequent determnative order issued by the
depart nent.

This subsection (4)(b) does not apply to applications deened
granted under RCW 51. 32. 160.
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(5) An enployer shall have the right to appeal an application
deened granted under RCW 51.32.160 on the sane basis as any other
application adjudi cated pursuant to that section.

(6) ((A-proviston—ol—this—sectton—shalHh—not—be—deened—to—change-

payment of awards pending appeal.)) If an enployer appeals to the

board a departnment order granting tenporary total disability
conpensation or nedical aid benefits to a worker, the paynent of
conpensation or nedical aid benefits granted to the worker by the order
under appeal are suspended while the appeal is pending before the
boar d.

Sec. 803. RCW 51.52.132 and 1965 ex.s. ¢ 63 s 2 are each anended
to read as foll ows:

ATTORNEYS FEES GENERALLY. ((VWhere the departnent, the board or
the court, pursuant to RCW51.52. 120 or 51.52. 130 fixes the attorney's
fee—+t—shal—be)) (1) It is unlawful for an attorney engaged in the
representation of any worker or beneficiary to charge or receive any
fee for services rendered in connection with securing benefits under
this title in excess of ((that)) the |l esser of:

(a) Twenty percent of the conpensation awarded under chapter 51.32
R or

(b) The anpunt fixed by the departnent, board, or the court under
RCW 51. 52. 120.

(2) Any person who violates any provision of this section ((shaH-
be)) L

(a) Is guilty of a m sdenmeanor; and

(b) Fromthe date of conviction under (a) of this subsection, nmay
not engage in the representation for a fee of a worker or beneficiary
in connection with securing benefits under this title.

Sec. 804. RCW 51.52.120 and 2003 ¢ 53 s 285 are each anended to
read as fol |l ows:
ATTORNEYS' FEES-- AMOUNT FI XED. (1) ((H——shatl—be—unlawulfor—an
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by)) For services rendered before the departnent in connection wth
securing benefits under this title, the director or the director's
designee shall fix a reasonable fee, subject to RCW 51.52.132, for
services perforned by an attorney for ((sueh)) a worker or beneficiary,
if witten application therefor is nmade by the attorney, worker, or
beneficiary within one year fromthe date the final decision and order
of the departnent is conmunicated to the party nmaking the application.

(2)(a) If, on appeal to the board, the order, decision, or award of
the departnment is reversed or nodified and additional relief is granted
to a worker or beneficiary, or in cases where a party other than the
wor ker or beneficiary is the appealing party and the worker's or
beneficiary's right to relief is sustained by the board, the board
shall fix a reasonable fee, subject to RCW51.52.132, for the services
of ((his—er—her)) the worker's or beneficiary's attorney in proceedi ngs
before the board if witten application therefor is nmade by the
attorney, worker, or beneficiary within one year from the date the
final decision and order of the board is communicated to the party
maki ng the application.

(b) In fixing the ((amrount—eft—such—atterney-s)) fee, the board
shall take into consideration the fee ((aHoewed)), if any, fixed by the
director or the director's designee, for the attorney's services before
the departnent, and the board may review the fee fixed by the director
or the director's designee.

(3)(a) If, on appeal to the superior or appellate court fromthe
deci sion and order of the board, the decision and order is reversed or
nodi fied and additional relief is granted to a worker or beneficiary,
or in cases where a party other than the worker or beneficiary is the
appealing party and the worker's or beneficiary's right to relief is
sustained, the court shall fix a reasonable fee, subject to RCW
51.52.132, for the services before the court of the worker's or
beneficiary's attorney.

(b) Infixing the fee, the court shall take into consideration the
fee or fees, if any, fixed by the director or the director's designee
or the board for the attorney's services before the departnent and the
board under subsections (1) and (2) of this section.

(4) Any attorney's fee ((set)) fixed by the ((departwent)) director
or the director's designee or the board nmay be revi ewed by the superior
court upon application of such attorney, worker, or beneficiary. The
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departnent or self-insured enployer, as the case may be, shall be
served a copy of the application and shall be entitled to appear and
take part in the proceedings. ( (Vhere—the—board—pursuant—to—thts
I . : : . bef hel L :
Hhrat—fee—tHxed—hby—thehoard—
3 I ol hi . . | :
m-sdereanor—) )

Sec. 805. RCW 51.52.130 and 1993 c¢c 122 s 1 are each anended to
read as foll ows:
ATTORNEYS' FEES- - PAYMENT BY DEPARTMENT OR SELF- | NSURER ((H-—on

If, in a worker or beneficiary appeal to the superior or appellate

court fromthe decision and order of the board, the decision and order
of the board is reversed or nodified and if the accident fund or
medi cal aid fund is affected by the litigation, or if in an appeal by
the departnent or enployer the worker or beneficiary's right to relief
is sustained, or in an appeal by a worker involving a state fund
enpl oyer with twenty-five enployees or less, in which the departnent
does not appear and defend, and the board order in favor of the
enpl oyer is sustained, the attorney's fee permtted under RCW51.52.132
and fixed by the court under RCW 51.52.120, for services before the
court only, and the fees of nedical and other wi tnesses and the costs

p. 39 HB 2918



D 01~ W DN PP

10
11

12
13
14
15

16
17

18
19

20
21
22
23

24
25

26
27
28
29

shal | be payable out of the adm nistrative fund of the departnent. In
the case of self-insured enployers, the attorney's fee((s)) permtted
under RCW 51.52.132 and fixed by the court under RCW 51.52.120, for
services before the court only, and the fees of nedical and other
W t nesses and the costs shall be payable directly by the self-insured

enpl oyer.

PART | X - M SCELLANEQUS

NEW SECTION. Sec. 901. A new section is added to chapter 51.04
RCWto read as foll ows:

RULE MAKI NG The departnent shall adopt rules to inplenent the
specific requirenents of this act.

NEW SECTION. Sec. 902. EXI STI NG RESOURCES. The departnent of
| abor and industries is required to find sufficient efficiency savings
to inplement this act wthin the appropriations provided for
adm ni stering the industrial insurance program

NEW SECTION. Sec. 903. Sections 501 through 509 of this act
constitute a new chapter in Title 51 RCW

NEW SECTION. Sec. 904. CAPTIONS. As used in this act, captions
constitute no part of the |aw

NEW SECTI ON.  Sec. 905. SEVERABILITY CLAUSE. |If any provision of
this act or its application to any person or circunstance is held
invalid, the remainder of the act or the application of the provision
to other persons or circunstances is not affected.

NEW SECTION. Sec. 906. Section 703 of this act expires July 1,
2005.

NEW SECTI ON. Sec. 907. EMERGENCY CLAUSE. This act is necessary
for the i medi ate preservation of the public peace, health, or safety,
or support of the state governnent and its existing public
institutions, and takes effect imediately, except for section 603 of
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this act which takes effect July 1, 2005, and section 804 of this act
whi ch takes effect July 1, 2004.

~-- END ---
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